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Auditing Procedures Report

Issued under Public Act 2 of 1968, as amended .
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If a local unit of government {authorities & commissions included) is operating within the boundaries of the audited entity and is NOT included in this or any other
audit report, nor do they obtain a stand-alone audit, enclose the name(s), address(es), and a description{s) of the authority and/or commission.

Place a check next to each "Yes” or non-applicable question below. Questions left unmarked should be those you wish to answer
I|N°ll.

1. Are all required component units/funds/agencies of the local unit included in the financial statements and/or disclosed in the

X reporting entity notes to the financial statements?
[ 2. Doesthe local unit have a positive fund balance in all of its unreserved fund balances/unrestricted net assets?
X 3. Werethe local unit's actual expenditures within the amounts authorized in the budget?
[X 4. Isthisunitin compliance with the Uniform Chart of Accounts issued by the Department of Treasury?
¢ 5. Didthe local unit adopt a budget for all required funds?
X 6. Was apublic hearing on the budget held in accordance with State statute?
7. Isthe local unit in compliance with the Revised Municipal Finance Act, an order issued under the Emergency Municipal Loan Act,
and other guidance as issued by the Local Audit and Finance Division?
< B. Has the local unit distributed tax revenues, that were collected for another taxing unit, timely as required by the general
property tax act?
K 9. Do all deposits/investments comply with statutory requirements including the adoption of an investment policy?
K 10. Is the local unit free of illegal or unauthorized expenditures that came to your attention as defined in the Bulletin for Audits of
Local Units of Government in Michigan, as revised (see Appendix H of Bulletin.)
11. Is the unit free of any indications of fraud or illegal acts that came to your attention during the course of audit that have not
X been previously communicated to the Local Audit and Finance Division? {If there is such activity, please submit a separate report
under separate cover))
[ 12 Isthe local unit free of repeated reported deficiencies from previous years?
X 13. Isthe audit opinion unqualified? 14, If not, what type of opinion is it? |NA
X 15, Has the local unit complied with GASB 34 and other generally accepted accounting principles (GAAP)?
X 16. Hasthe board or council approved all disbursements prior to payment as required by charter or statute?
X 17. To your knowledge, were the bank reconciliations that were reviewed performed timely?
X 18. Are there reported deficiencies? [X 19. If so, was it attached to the audit report?
General Fund Revenue: $ 5475334.00 General Fund Balance: |5 686,872.00
General Fund Expenditure: |$ 5,435,482.00 Governmental Activities
long-Term Debt(see |$ 461,660.00
Major Fund Deficit Amount:| ¢ 0.00 instructions}:

We affirm that we are certified public accountants (CPA} licensed to practice in Michigan. We further affirm the above responses have been disclosed in the
financial statements, including the notes, or in the Management Letiar {Reported deviations).

CPA (First Name) DEAN Il:l;::;e BEAUDQIN Ten Digit License Number 1101014154
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INDEPENDENT AUDITOR’S REPORT

Members of the Board of Commissioners
Gogebic County, Michigan
Bessemer, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund and the
aggregate remaining fund information of Gogebic County, Michigan as of and for the year ended
December 31, 2007, which collectively comprise the basic financial statements of Gogebic County,
Michigan, as listed in the table of contents. These financial statements are the responsibility of the
County’s management. Qur responsibility is to express opinions on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States and with the standards prescribed by
the State Treasurer. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund and the aggregate remaining fund information of
Gogebic County, Michigan as of December 31, 2007, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated June 24,
2008, on our consideration of Gogebic County, Michigan’s internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an audit
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performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 6
through 14 and page 77 respectively, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Gogebic County, Michigan’s basic financial statements. The accompanying
Other Financial Information and the Schedule of Airport Passenger Facility Charges Collected and
Expended are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required part of the
basic financial statements of Gogebic County, Michigan. The Other Financial Information and the
Schedule of Airport Passenger Facility Charges Collected and Expended and the Schedule of
Expenditures of Federal Awards have been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

Jok, Mekebe. & Follack, pric

Certified Public Accountants

Ironwood, Michigan
June 24, 2008



el Ed k4

rimn ry b1y

MANAGEMENT’S DISCUSSION AND ANALYSIS
GOGEBIC COUNTY, MICHIGAN

Year ended December 31, 2007

Management’s Discussion and Analysis

This section of the Gogebic County, Michigan’s (County) annual financial report presents our
discussion and analysis of the County’s financial performance during the year ended December 31, 2007.
It is to be read in conjunction with the County’s financial statements, which immediately follow. This is
a requirement of the Governmental Accounting Standards Board Statement No. 34 (GASB 34) Basic
Financial Statements — and Managements Discussion and Analysis — for State and Local Governments
and is intended to provide the financial results for the fiscal year ending December 31, 2007.

Government-wide Financial Statements:

The Government-wide financial statements appear first in the financial report. These financial
statements include the statement of net assets and the statement of activities. They report information
about the County as a whole. The statements are prepared using the accrual method of accounting which
is the accounting method used by most private sector businesses. The statement of net assets includes all
of the County’s assets and liabilities except the fiduciary funds. All current year revenues and expenses
are reported in the statement of activities. The two statements report the governmental and business-type
activities and component units of the County that include all services performed by the County. These
activities are funded primarily by property taxes, charges for services and by federal and state grants.

The statement of net assets shows the County’s assets and liabilities. The corresponding balance
between the assets and liabilities equals the net assets or deficit of the County. A deficit occurs when
there are more liabilities than there are assets to pay those liabilities. This statement measures the
financial strength of the County; the greater the net asset figure, the healthier the financial position of the
County generally is. It helps management determine if the County will be able to fund current obligations
and whether they have resources available for future use.

The statement of activities shows the current year change in net assets on a revenue less
expenditure basis. It generally shows the operating results for a given year of the County. Any excess of
revenues over expenditures results in a surplus for the year that in turn increases the net assets (or reduces
a deficit) available to fund future needs of the County.

Fund Financial Statements

The County’s fund financial statements show detail of funds that are determined to be significant,
called major funds. The funds that are separately stated as major funds are the General Fund, Revenue
Sharing Reserve Fund, Medical Care Facility, Airport Funds and Forestry and Parks Commission. All
other funds are considered nonmajor and are reported as one column.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Fund Financial Statements (Continued)

Governmental funds are reported in the fund financial statements and contain nearly the same
functions reported as governmental activities in the government-wide financial statements. However, the
fund statements provide a different view of the County’s governmental funds. These statements report
short-term fiscal accountability focusing on the use of spendable resources during the year and balances
of spendable resources available at the end of the year. They are useful in evaluating annual financing
requirements of governmental programs and the commitment of spendable resources for the near-term.

Since the government-wide focus includes the long-term view, comparisons between these two
perspectives may provide insight into the long-term impact of short-term financing decisions. Both the
governmental fund balance sheet and the govemmental fund statement of revenues, expenditures and
changes in fund balances provide reconciliation to the government-wide statements to assist in
understanding the differences between these two perspectives.

Proprietary funds are reported in the fund financial statements and generally report services for
which the County charges customers a fee. There are two kinds of proprietary funds. These are
enterprise funds and internal service funds. Enterprise funds basically include the same functions
reported as business-type activities in government-wide financial statements. Internal service funds are
used to account for monies advanced by the County to pay the County and other local taxing units for
their delinquent real property taxes. Because the County’s internal service funds primarily serve
governmental functions, they are included within the governmental activities of the government-wide
financial statements.

Proprietary fund statements provide both long-term and short-termn financial information
consistent with the focus provided by the government-wide financial statements but with more detail for
major enterprise funds. Individual fund information for internal service funds and non-major enterprise
funds is found in combining statements in a later section of this report.

Fiduciary funds such as the employee pension plans are reported in the fiduciary fund financial
statements, but are excluded from the government-wide reporting. Fiduciary fund financial statements
report resources that are not available to fund County programs. Fiduciary fund financial statements
report similarly to proprietary funds.

Government-wide Financial Statements — Condensed Financial Information

Statement of Net Assets

The following are condensed statements of net assets with a detailed analysis of the statements
below,
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Government-wide Financial Statements — Condensed Financial Information (Continued)

Statement of Net Assets (Continued)

Current Assets:
Cash and investments
Accounts receivable
Other current assets

Total Current Assets

Noncurrent Assets:
Other assets - reserved cash
Noncurrent receivable
Capital assets, net of accumulated
depreciation

Total Noncurrent Assets
Total Assets

Accounts payable

Accrued payroll and related
fringe benefits

Deferred revenues

Other current liabilities

Total Current Liabilities
Long-term liabilities

Total Liabilities

Investment in capital assets, net
of related debt

Restricted

Unrestricted

Total Net Assets

December 31, 2007

Primary Government
Governmental Business-Type Component
Activities Activities Total Units
ASSETS
$ 4,970,044 § 1,199,128 $ 6,169,172 $ 1,788,501
1,336,044 864,126 2,200,170 1,209,109
22,124 99,599 121,723 864,093
$ 6328212 § 2,162,853 $ 8,491,065 $ 3,861,703
$ 940338 § 940,338 § 227,170
$ 300,000 300,000
1,730,964 5,909,237 7.640.201 12,542,239
§ 2030964 $ 6,849,575 8.880.539 12.769.409
$ 8359.176 $ 9.012428 $17371.604 $16.631.112
LIABILITIES
$ 136,846 § 339027 § 475873 § 746,237
104,324 248,504 352,828 264,443
422,386 177,540 599,926 446,287
4.773 4,773 354,296
$ 663,556 $ 769,844 §$ 1,433,400 § 1,811,263
461,660 513.524 975,184 1.962.241
$§ 1125216 $ 1283368 $ 2408584 § 3.773.504
NET ASSETS
$ 1,730,964 $ 5,865250 $ 7,596,214 §$ 11,226,528
92,998 32,388 125,386 146,680
5,409,998 1,831,422 7.241.420 1,484.400
$ 7233960 § 7.729.060 $ 14.963.020 §$ 12.857.608
8
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Government-wide Financial Statements — Condensed Financial Information (Continued)

Statement of Net Assets {Continued)

Current Assets:
Cash and investments
Accounts receivable
Other current assets

Total Current Assets

Noncurrent Assets:
Other assets - reserved cash
Noncurrent receivable
Capital assets, net of accumulated
depreciation

Total Noncurrent Assets
Total Assets

Accounts payable

Accrued payroll and related
fringe benefits

Deferred revenues

Other current liabilities

Total Current Liabilities
Long-term liabilities

Total Liabilities

Investment in capital assets, net
of related debt

Restricted

Unrestricted

Total Net Assets

December 31, 2006

$ 4,110,494 § 1,428,076
2,012,446 860,726
62,656 92,202

Primary Government
Governmental Business-Type Component
Activities Activities Total Units
ASSETS

$ 5538570 $ 1,012,530
2,873,172 1,218,286
154.858 842,613

$ 6185596 $ 2,381,004

$ 972308
$ 370,000

1.660.537 5.444.844

$ 8,566,600 $ 3,073,429

$§ 972,308 $ 256,888
370,000

7.105.381 _ 10,166,275

$ 2030537 $ 6417152
$ 8216133 $ 8.798.156

LIABILITIES
$ 143,805 $ 385756

3 8447.689 $10.423.163
$17.014289 $ 13.496.592

§ 529,561 $ 639,087

93,986 221,442 315,428 229,862
1,291,218 162,895 1,454,113 407,326
13.148 13,148 634.844

$ 1,529,009 § 783,241 § 2312250 §$ 1911119
563.273 450,598 1.013,871 1,825416

§ 2092282 § 1.233.839
NET ASSETS

$ 1,660,537 $§ 5,386,312

$ 3326121 $ 3.736.535

$ 7,046,849 $ 8,688,679

75,882 31,099 106,981 97,629
4,387.432 2,146,906 6,534,338 973,749

$ 6123851 $ 7564317

$ 13688168 $ 9.760.057
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Government-wide Financial Statements — Condensed Financial Information (Continued)
Statement of Net Assets (Continued)

The County’s net assets and component unit net assets are $14,963,020 and $12,857,608 at
December 31, 2007, respectively. The County’s net assets and component unit net assets are $13,668,168
and $9,760,057 at December 31, 2006, respectively. Capital assets, net of related debt are $7,596,214 and
$11,226,528 at December 31, 2007, respectively. Capital assets, net of related debt are $7,046,849 and
38,688,679 at December 31, 2006, respectively. Capital assets, net of related debt, is derived by taking
the original costs of the County’s assets, subtracting accumulated depreciation to date and comparing this
figure to the amount of long-term debt used to finance the acquisition of those assets. Component unit
capital assets include infrastructure assets of $10,347,793 at December 31, 2007 and $7,441,184 at
December 31, 2006.

Restricted net assets are restricted for maintenance of effort tax collections, long-term portion of
notes receivable and for future road maintenance.

The unrestricted net assets are $7,241,420 and $1,484,400 as of December 31, 2007, respectively.
The unrestricted net assets are $6,534,338 and $973,749 as of December 31, 2006, respectively. This is
the net accumulated results of the current and past years’ operations. The nature of the County’s
operations is based on property taxes, charges for services, state aid, federal grants and local funds
received to fund various programs.

10
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Government-wide Financial Statements — Condensed Financial Information (Continued)
Statement of Activities

The results of operations for the County as a whole are reported in the statement of activities.
This statement reports the changes in net assets for the fiscal year.

Year ended December 31, 2007
Primary Government

Governmental Business-Type Component
Activities Activities Total Units
Revenue:
Program Revenues:
Charges for services $ 900,487 $ 9,339,254 $ 10,239,741 $ 1,938,353
Operating grants and contributions 1,407,425 286,687 1,694,112 6,903,681
Capital grant and contributions 529,165 529,165 3,154,779
General Revenues:
State aid 8,383 8,383 732,882
Property taxes 4,137,188 300,534 4,437,722
Other 1.186.041 (154,047 1,031,994 4,930,517
Total Revenue $ 7,639,524 §$ 10,301,593 §$ 17,941,117 § 17,660,212
Program expenses:
Governmental activities $ 6,529,415 $ 6,529,415
Business-type activities $ 10,136,850 10,136,850
Component unit $ 14562661

Total Program Expenses $§ 6.529.415 $ 10,136,850 $ 16.666.265 $ 14,562,661

Increase in Net Assets $ 1.110.109 $ 164743 § 1.274852 § 3097551

11



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Government-wide Financial Statements — Condensed Financial Information (Continued)

Statement of Activities (Continued)

Year ended December 31, 2006

Primary Government
Governmental Business-Type Component
Activities Activities Total Units
Revenue:
Program Revenues:
Charges for services $ 855,639 § 9,542,336 $10,397975 § 1,296,815
Operating grants and contributions 1,256,667 416,066 1,672,733 7,782,777
General Revenues:
State aid 10,259 10,259 943,789
Property taxes 3,931,821 130,106 4,061,927
Other 945.101 (29.556) 915,545 4,774.356
Total Revenue $ 6,999,487 $ 10,058,952 §$ 17,058,439 § 14,797,737
Program expenses:
Governmental activities $ 6,195,968 $ 6,195,968
Business-type activities $ 9,666,356 9,666,356
Component unit $ 14248305

Total Program Expenses $ 6.195.968 $ 9.666.356 $ 15.862.324 § 14.248.305

Increase in Net Assets § 803,519 $ 392596 § 1196115 3§ 549.432

The County had an overall increase in net assets of $1,274,852 for the year ended December 31,
2007, and component units had an overall increase in net assets of $3,097,551. The largest increase in the
net assets for the governmental activities was due to an increase in net assets for the Revenue Sharing
Fund. The Fund received $476,752 more property taxes than it transferred to the General Fund for the
year. The largest increase in net assets for the business-type activities was due to an increase in net assets
for Airport Capital Improvement Fund of $365,420. Airport Capital Improvement Fund received capital
grants of $406,001. The largest increase in component unit net assets was attributable to the County Road
Commission, which had a net assets increase of $2,991,691. Starting January 1, 2003, the County Road
Commission capitalizes infrastructure outlay instead of expensing these items. Operating grants and
contributions continue to be recognized as program revenues,

12



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Government-wide Financial Statements — Condensed Financial Information (Continued)

Statement of Activities (Continued)

The County had an overall increase in net assets of $1,196,115 for the year ended December 31,
2006, and component units had an overall increase in net assets of $549,432. The largest increase in the
net assets for the governmental activities was due to an increase in net assets for the Revenue Sharing
Fund. The Fund received $485,326 more property taxes than it transferred to the General Fund for the
year. The largest increase in net assets for the business-type activities was due to an increase in net assets
for Medical Care Facility of $677,373. The Medical Care Facility received an increase in its daily per
patient rate during the year ended December 31, 2006, over what it received during the year ended
December 31, 2005. The largest increase in component unit net assets was attributable to the County
Road Commission.

The County’s total revenues totaled $17,941,117 and its component unit total revenues totaled
$17,660,212 for the year ended December 31, 2007. The County’s total revenues totaled $17,058,439
and its component unit total revenues totaled $14,797,737 for the year ended December 31, 2006.

For the year ended December 31, 2007, the County’s total cost to fund all governmental activities
was $6,529,415, business-type activities was $10,136,850 and component units was $14,562,661. A
majority of these costs were funded by property taxes and state aid. This shows the County has reliance
on property taxes and state aid to provide future funding for their programs and administrative costs.

Governmental Fund Budgetary Items

During the year, the County revised its original budget several times to account for the changing
environment of funding sources, generally in the federal grant area. A schedule showing the County’s
General Fund original budget, final budget and the actual results are included as required supplementary
information in the financial section of the audit report.

Capital Assets

At December 31, 2007, the County had $7,640,201 invested in capital assets net of depreciation
and its Component units had $12,542,239 invested. The County’s net capital assets increased during the
past fiscal year by $534,820, consisting of additions totaling $1,433,793, disposals of $177,015 and
depreciation charges of $721,958. The component unit’s capital assets increased during the year by
$2,375,965, consisting of additions totaling $3,184,452, disposals of $863, and depreciation charges of
$807,624. The majority of the increase consisted of Road Commission infrastructure additions.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Debt

The County had $975,184 of long-term liabilities at December 31, 2007 and its component units
had $1,962,241. These amounts consist of a revenue bond payable, notes payable, accrued paid time off
benefits payable to employees and a capital lease.

Future Considerations

Increasing reliance of certain Special Revenue Funds on General Fund for support and increasing
health insurance costs will continue to impact the future financial condition of the County. An additional
one-third of the County tax levy had been collected for the past three years. This additional tax collection
ended in 2007. The tax proceeds were deposited into the Revenue Sharing Reserve Fund. The State
permitted the County to transfer $312,172 from this fund to the General Fund in 2007. These transfers
will continue for the next four years at which time the Revenue Sharing Reserve Fund will be depleted.
The State anticipates in year 2012 to be able to resume funding to the County to replace this lost revenue.
We don’t know what shape the State’s economy will be in 2012,

Within the next few years, the State may require extensive remodeling at the County jail.
Preliminary cost estimates indicate as much as $1.6 million maybe needed. Currently, it is not known
how this work will be funded. Most likely a combination of tax levies, loans and internal funding will be
required.

The County has adopted a budget for the upcoming fiscal year that should not over expend its
funding and should leave the County with a positive Fund Balance.

Contacting the County
If you have any questions about this report or need additional information, contact the County

offices at Gogebic County, 200 N. Moore Street, Bessemer, MI 49911, telephone number (906) 663-
4517.
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STATEMENT OF
GOGEBIC COUNTY,

December 31,

__ Primary Government

Governmental Business-Type Component
Activities Activities Total Units
ASSETS
Cash $ 4970,044 § 876,537 § 5,846,581 $§ 395474
Investments 322,591 322,591 1,393,027
Receivables (net, where applicable, of
allowances for uncollectibles):
Taxes 1,007,869 158,867 1,166,736
Accounts 657,337 657,337 272,670
State of Michigan 107,059 6,301 113,360 745,738
Federal government 100,906 100,906 28,527
Notes 43,825 43,825 162,174
Other 76,385 41,621 118,006
Due from other funds 22,124 6,050 28,174
Inventories 74,080 74,080 563,389
Deferred and prepaid expenses 19,469 19,469 300,704
Noncurrent receivable for general
obligation indebtedness 300,000 300,000

Capital assets:

Land, buildings, equipment and

infrastructure 4,165,362 17,360,755 21,526,117 20,052,006
Less: Accumulated depreciation (2,434,398) (11,516,1